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Transportation Transactions in the US. Balance of Payments

INTERNJ’!.TIDNAJ.: transportation
transactions constitute one of the major
cemponante of tha balanes of inber-
netional prymants of the Unitod States.
In 1962 U.3. credits (receipts) on tha
traneportation necount amounied {o
$1.75 billion or nbout & percent of all
exports of goods and serviees. Corre-
spondingly, U.S. debite {payments)
resulting from all forme of intarnntional
transporiation wera $2.068 billion or
more than8 percent of all goodsand serv-
ices imported. Thizs excess of dabils
over credits, mnouniing to $308 millien,
wus the {ourth epnseculive not debit
balance in nondomestic transportation
sinca 1958. Preliminary datn for the
first half of 1963 indicate a continration
of this condition.

Sinee TUnited States merchandise
exporta and imports are valued f.ab.,
that is, including ship loading fees but
axeluding trangpartation and related
charges, thesa cosiz are =separntoly
wilued and recorded in ths Lransporta-
tion nccount of the IS, balanee of
poyments. The major slements eom-
prising this aceount nre freighi charges,
poszenger fuwes, and expenditures io
part,

Freight on imports is altimately paid
by the American importer eithar direct-
Iy to the smrier, or via the forsign
exportar whenever tho purchass iz mado
on ¢.i.f. (eost plus insurance and freight
charpes) terms. Shipping charges lor
tha corringe of American imporis are
therefore debits in the baiance of intar
national payments, provided that the
carricr is n [oreign operator. I the
carriar whieh transports the imports is
i domestic eencern the payment (or
Ireighit is not recorded, since only trnns-
actions betwesn TS, snd foreign resi-
dents enter into the baluncs of puyments.
Sinilwly, freight on U8, exporta is
ultimately paid by the importing coun-
try regardless of whetler the puwrchase
wns made on f.ob. or ¢if terms.
When 11.8. exports nro transporied on
Ameriean cnrriars the freight enrned is
& ¢redik in tha TL3. bolance of payments.

If, howaver, the axports are shipped viu
a foreign carvier the freight wost weuld
not be ineleded in the TS5, badunes of
paynents, sinee ibhe transaction is
batween loreign residents.

(nher elemants of freipht transporta-
tion costs include payments to loreign
pirlines and receipts of domestic air
carrierz for Lhe carringe of goods, res
eeipts of TIS. pipelines in Chapada,
creditz resulting from infransit Cana-
dian -poods using WS, roil lines, and
eeadits  on  intransit  loreign  goods
moving by U.5. milronds.

Passenger fores are slso included in
this neeount and comprise receipts by
American airfines for the lransporia-
tion of foreign passengers to ond From
the United States and for the teansporin-
tion of foreign residents helwoen Toreign
countrics.  United Stnies debits include

U.5. INTERMATIOMAL TRANSPORTATION
Receipts ond Poyments
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the reverse tennsaction, Inre paymonts
by U.5. residents to Inveign transporta-
tion copipnnies.

Operaling costs or expenges in pord
sre another important part of transpor-
tatiom trawsactions. Port expenditurs
recaipts include dishbursamants by for-
aign sea nnd air cariers in the United
States Tor [wol, port [ees, provisions,
maintainsuees, advertizing, stevedoring
and olther wages peid to persoune! in
the United States. Similar payments
are made abroavd by ULS. corviers in
forsign poris. '
Postiwar chunges in ocean.

tronsportation

Up to & [ew yenrs ago the substantinl
Toss of merchant mnring tonnage by the
principnl  maritine nations  during
World War 1T at & fime when 7.3, ton-
nage wis indergoing o fourfold expan-
sion; inerensed intornational trads dwe-
ing the pestwar reconstruction stage;
and the subsequant world economic ex-
pansion all had tha effact of plecing
Ameriean tronsportation services ot o
premium. From 1840 ibhrough 1958
the United States bnd o net eredit bal-
ance in the transportation acconnt of it=
balanee of payments. Prior to that,
in avery year from 1022 to 1039, Tnited
States debits oxeeeded cradits on trans-
portation serviees. During the 195('s,
however, st merchant marine eoun-
tries graduslly replaced their depleted
PRoeta with new, lrger end mora sfficient
vossels, which offered stronger competi-
tion to the ecean transpsrtation services
of this country. Since 1958 the net
position of the transportation nceount
has veverted to ite prewar patbern of o
net payments balance.

Fromy 1852 to 1962 freight receipts
declined rolative to Inerchandise ox-
ports frem 5.9 pereonl t0 3.2 percent.
On the other bhand, freight payments
rose relative to nierchandise mports
from 3.9 percent in 1954, ths Frst
vear alter the Korean conflict, to 8.5
percent in 1962, The recent exeesss of
breighl debits over credits rellecis the
tleclining participation of W8 -flay vess
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sels i the tramsportntion of United
States loreign trade. In vecent years

abaob ang-lfourth of the value of US.

acenn-borme foreign trade hne been
carvied by the US, merchant marine.

Port expenditures o balancing factor

A largs imbalanes in the lransporto-
tion aceount iz unkikely beeause of the
countervuiling effact of port expendi-
turez resulting when ethe TS, or
lorsign operators enlarge their carringe
of US. commarce relative io the other.
Port expenditures, which include wage
payment to erew, bunkoernge, port use
and piloting {ees, advertising, and m
some cizes  lending and  enloading
charges, constituta o large part of the
total cost of moving geods in inter-
national trade. As TS, puymants to
foreign corriers lor ibe iranspovt of
U.5. imports and passengers inoredss,
the port coste of these carviers in the
United Stntes must olso rise since these
chorges are directly related to the
increased activity of the carriers in the
TUnited States. Conversaly, when
transportation roceipts fromn additional
Mreight emnings on U8, carims in-
creaze, 1.3, payinents Lo loreign coun-
tries on port expenditures alap rise.
Thus, port expenditwes constituie a
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partislly balancing element, minimiz-
ing lnrge fluctuntions on the credit or
on the debit side of the transporviation
account of the balance of payments.

Becavse vevenues [rom the camiage
of goods nre offseé to a large extent by
port charges and other related costs,
extrame shifts i the carringe of TIS,
trade are somparctively gmall in their
net affect il it is assomad otier fuctors
do not changs.

In tnble 2, the 1962 actunl ocean
freight balanee of payments position
iz presented and compared with the
extreme chses that all TS, exports and
imports ware caied by American-flag
vessal, or that only Joreipn-flag vessels
were used in £he transportation of U S,
[oreign frade. These extraines nssume
that sufficient vessels are aviailable and
that (reight retes do not change, and
are presented solely to illustrate how
ghilte in the carvinpe of [reight hatwesn
.S, and loveign vessels tend to nffect
our transpovtation aecount.

Il T3, vessels cnrried all of this
country's oCceAN-DOINE COMIEMCE, DO
debit fremn reight wouid result, but
port expenditures would incrense graat-
§¥ n3 o result of the increased netivity.
If o} U8, ocenn-borne imports and
exports were carried aboard [oreign

Tabhle 1.—[).5. Bolones of Fayosenta on Transportation Aeconnt, by Major Ttema, 1952-1962

131alsonEe W dodkara

ikt | wet | ies | 066 | et | rom | me | s | soeo | owg [ime

BIT = TOd HI 0 ir] [ vy ] 1] m
o - H 41 4 1B .. "] (1}
4 A ™ f.] al i1 . W [

| m| me| ) o] owe| e
gl = B S| H| Bl B B %
| w| | | | @] oae]| | =
-1} (1] [ =] -2 =l -1~ B Kz &
£l ) HA M Tk (1 ] 1] 1] [ -3 ms
- | & 1] 5 ] [ ] [ T "
|l @& w| 7| w=| ] Wi m! o
a i L1+ 1] n -1 al . | fr]
| s | et | naer | ver| sew| L] Lam| nee

Duntiita: "
W} LR 1] Eeid 1)) Likhy k1] Eod | Lo BN a8
418 15 o 480 6T FpE) ™A ] -] wig byil] B
4 1 ] T L] [ -] F] a F o] =2 mn
i n 2% 5 3 =1 § a8 F 1] #H W i
as| | s wa| oa| v | sm| e

w | fa| | na| Wi Wy dm| w| E| A B
K-} i M il Br 131 15T S b1 l] 2T .

ot armemdlbnred . .- .- o b 1] | Hd LA ] B L1 AT M
oA e T wo | i@| | wyl 08| bu| be| ol | | 3
Orent Dokmosi o] 94| @ ml & | = H] =| m <)
1 -0 1l i ¥ Lh@ 15 £ 1k 1EL 130 gy
AL s veeren oot e ass| s we| sl wel me) o] wr! m|
Tatml, e LIE| Lehl | 2.a06| 2084 | 1408 | BE80 | L33 | LTED | 108 | Ly Eoas
Mol 12| i | toas| cpows | 3ooe | 4] 42| —n| —an ) -z —me

Anpust 1943

vessels, paymenis to the United Stntes
for port expenditures would offset zome
of the increased [reight payments
This table indicates that the Tnited
States balance of pnyments pesition on
gcenn  transportntion could fluctuabe
betweon the limits of 5820 million ex-
gess ol credits ovar debits i ol] freight
weare carried on U.S.-lug ships, to $300

_milliun excess of debits over credits if

all corgo were cmriod by foreign-flag
ships.

When the assumption is made that
the carmiage of alf trude is shifled to
U S. vesssls, [reight recsipts rize shasply
because of the relatively higher freight
chorges by U5, operators on exports,
whieh are largely liner tonnage with
relatively high rates. On the ofher
hand, when it is agswned that all our
imports ava curisd on [oreign vessels,
our (reight payments op imports rise
only moderatsly. This is partly be-
cousa g Inrge proportion of the tonnngae
5 nlready under foreign flag, patly
becauze ¢f lower rates, and in part
becaze our imports consist to o greater
extent of commedities with lower trans-
poert apsts thun our exports.  In addi-
tion, port expenditures abroad are
genarally less axpensive than in the
United States, zo that n ralotively
smaller part of the gain in freight reve-
nee, when all trade ig carried in 715,
vesgals, ie offsel by o rise in expendi-
tures in foreign ports. .

In citing thesa ceses, of course,
many other considerations not directly
releted to the balance of peayments
are excluded and even for the balance
of payments accounts thers would ba
major indirect effects. The latter
would include changes in the cost of
delivaring US. exports that would
affect our competitive pdsition, and
offsels to our expenditures that result
whan foreign recipients of dollms spend
them in the United States.

Froightt receipts and poyments

In 1962 esrnings from all kinde of
freight on U.S, exports nmounted to
£701 million, while freight payments to
forelgn tranaportalion concerns for im-
porta Into the US. amoanted to $377
millios. Table 1 presente credits and
debits resulting from fheight move-
ments as woll as other major com-
ponents of the trnnsportation accovnt.
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Ocoan freight is by for the most
important item in freipht receipts and
peyments ond constitutes 54 pereent
of total fraight veceipts and almost 34
parcent of all earnings of the trans-
portation aseount in 1962, Tt is an
mportant itern aboe hecausa of its
large chonges, which depend on such
vorialles ns changes in the tounage
and commedity composition of inter-
nniionel trads, the depres of participn-
tion of TS, wvespale in world trans-
portation services, and the level of
fraight rates,

Crodite on ocean fremght transporta-
tion resnlt from the fraosportation of
1.5, axports abrond aboard 7.8, vassels
and their carvinga of goods between
foreign ports. Theee emrnings declined
during the Korean conflict from o high
of $880 million in 1951 to $471 million
in 1863. In larga pavt this decline was
nttribuniahie ta the transiar of privately
oporated vesscls lo the MMaritime Ad-
minjstration and to the Lact thnt much
of the remnining TL.S. privately operated
fleet was engaged in the cwrringe of
supplies to the United Natioos forers in
Korpa.

With the end of hostlities in Korea,
oceon freight receipts incressed again
gradunlly nnd reached n peul in 1957,
whan the closing of the Sues Cnanl, as
well as cyclical peaks both in the T1S,
aid in the major industrial countries
abroad, intensified the demand for
shipping faclities. In the following
year U8, ocean Ireight veceipts lell
shurply 4o %550 wilion primarily as a
result of o large decreass in Freight
rabes, which can be sttributed to the rise
of vessel-emtying capacity relative to
the total wolume of carges in intana-
tional trade. In the rempining years
through $082 these receipts bave risen
slewly.

Earnings on ocesn freight totaled
8562 wuillion in 1962, little changod from
$585 million in 1061, While the
amount ol export tonnage cavricd by
US.-flag vessels declined, enrnings por
ton corried inerensed.  The per ton risc
i geean freight earnings occurred dur-
g the third snd lourth guarters of
1962, when the shipping industry was
focing threats of n wuierlvont labor
strile, As n conseguence the demand
far shipping to oversens desiinations
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inereasad temporerily reletive to the
currantly availeble spuce nnd the ship-
piag coocerns tended 6 necorumodnte
eominodities with higher Mreipht rutes.

Ovenn [reight payments for United
Stntes imports carvied by foreign carri-
ers reached a penk in 1860 of 010
milfion, but declined in 1961 os a result
of & decreass in the qunntity of imports,
and in 1962 remained Lalow tha 1960
level nt %875 million. “The reduction
in paymenis vesoliad largely from
the decrease in freight rates of bulk
commodities.

Included in total Freighi eredits nnd
debits are other transaclions, sueh as
Great Lakes shipping, rail traffic and
Mreight car renknl batwoeen the Thoited
States and Canedn snd Mexico and
pipelice transportetion. The net brl-
ance of g1l these transactions has Quetu-
ated over the yeara between small nat
receipts nad paymeais, and smounted
to 524 million of net receipts in 1962

Port expenditures

Sinea 1958 the Imgest source of
dollar reeniptz in the transportation
account of the balanee of payments
hnz been port expenditures by loraign
gen and sir earviers.  In 1962 forveign-
flag vesselz spent for these purposes in
the United Stntos an estimnted 3654
millicnn, TPort expenditures in she Unit-
e States by foreign air carciers for Mel,
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loading foos, maintenanee, advertizing
and salavios amonnted to owver 190
million for the snme yenr,

Raceipts from port exponditures of
foreizn oconn carrim= rose markedly
fromn 1952 to 1962, Higher prices for
fasl and other services paelly expliib
thiz trend, but of preater importanes
iz tha increased participrtion of foreign
carriers in the internationsl trade of the
United States. These vcosts are in-
cwrred by foveign vessels in connection
with shipments to and from the United
States and should be compared with
the freipht revanne enrned hy foreign
ships from T.5. axports as well as im-
poris.  Bocause tha Povh expensa ie h}r
far the major element of total freight
cost, port cxpendibure roceipts can he
nearly ns high as all United States pay-
mants to foreign stenmship operstors
Tor tha trapsportation of T.S. ocenn-
horaa imports.

During the 11 yeurs span from 1952
(o 1962 the ratic of earnings from
port expenditures to payments for
ocean [reight declined somewhat, but
o bhe latter yoar still remained very
bhigh, This decline con be explained
by chinges in the comunoedity com-
position of imports and exporta from
Yner to tramp andt bonker eargos;
loading nnd unloading costs of eargo
carvied on these vessels are much lesa
than those of carse typically carried
on linecas,

Disbursements mn forcign ports by
United States vessels and by vessels
chartered by American oparatois fov
the traosportation of freight between
foreign ports amountad to 3241 millian
in 1862,

Pusszenger fure puyments rise

Presenger fares are the socond moet
important item on the pnyments sida
of the bransportation nccouni, and
third on the cradit side. During the
lask eleven yoms pnssengar Inve poy-
ments lave nove than iripled, in-
crensing from $175 aillion in 1952 to
wbout $668 million in 1962, while
receipts from the curiage of foveign
residents Ly ULS. camies rose by only
27 percent, from $112 wmillion to $142
million. The substantinl growth of
prssanger fore payments is axplained
priminrily by the laape sxpansion of
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internutional travel of United Statss
rasidents.

About 5200 million of 1962 passenger
fare paymente was earned by foreipn
passenper vessels and the remnining
362 million by foreign aiv corviers,
On the receipt side, United States
nir cuwriers emned npproximately $42
milion fom the transporiation of
pnssengers  between [oreign rountrics
in addition o the $86 million earned
from foreign residents for direct travel
to and from the United States.  Ameri-
can passenger vessels received ovor $14
mitlion from: the teansportation of
foroign residents to and from the
United Stntes,

Pnssenger fare poyments to foreign
air carriers by U5, residents exceederd
payments Lo Foreign sea carvievs for the
first time in 1959, and have continued
Loy do 20 =inee.

The sxpansion of internatignal travael
by US. residents is not the only [netor
offecting the growth of fare payments;
the inercized competition of (ereipn
air cprrises is another. Foveign nirlines
ol obher nations are the major compeii-
Lora in the American market for inter-
national air travel. The major purl
aof the competition comes [rom the
aitlines of other industrialized countries,
hut mony of tha less-developed coun-
tries also have mternational wirlines
under iheir own flags.

A major recent development has been
the mpid growth of air freight. U.5.
nir carriers carned 356 million in 1962
against $24 million in 1952 on the irans-
portaiion of UB. exporta.  Air [reight
payments to foreign emriors on U5,
imports amounted to 326 willion in 1962
and 33 million in 1952.

. Merchandise exports and imports
cutied by domestie and forelgn aic
carzriers were valued approxtimlely at
$840 million and $042 willion respoc-
tivaly in 1962, Exporlts moved by air
were about 31 percent of all imports
of manafnctarel geods. The average
value per ton of exported nirv freight
was approximaiely $11,000 as compared
with un estimated 5142 per ton value of
ocean-borne exports in 1962, Freight
transported by air recelved a strong
hoost during Ehe strike in the ocean
shipping industry at tha eud of 1962,
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Oporuling  expenditures of [oreign
nirlives in the United Stalee—n port
ceependitive ben—ivcrensed from $32
willion in 1952 to $100 million in 1962.
The rvatio of lthese recoipts to air pas-
sanger fare paymenie fAlucluabed [roin
50 o 75 pereent during the snme peviod.
Payments for opecating expenditures of
Awnerican airlines abrond amounted to
ubourt $147 million in 1962, which is an
incrense ol alont 90 percent over 1052,
In contrast 1o port coste of ocean corriors
the net balinea on nir porl expenditures
iz ndverse Lo ihe Tnited Btuies. The
substantinl incresse of these receipis
and payiments ean ha attributed to tho
Inps expunasion of sir travel and wir
freieht during the peat years.

Yalue of ocenn-borne trnde

In 1861 aeenn-borne exports in lernis
of wvalue wnounted to $12.7 billion,
whieh is approximately 65 percont ol
all U8, mershandiEe exports.  The
vilue of axports in 1961 teansporteal on
liner vesgel: wua $10.7 hillion, wilile
tramp vesscle moveld over 32 Lillioa
nnd tankers about $1 billion of the T1S.
acenn-borne  axports.  Amorican-ilag
vassels carried somewhat less than 30
percent of Lhe velus o ocenn-borno
cxporis,

The value of imperts moved by ocean
{veighter in 1961 wmounted Lo $10.0
billiow o1 abeul 73 pereent of wll owr
merchandise imports.  Liner vessels
emried $7.7 billion while lamps emvied

$1.49 billion and tankers $1.78 billion of
the ocean-borme imports. U.S.-flag
merchant vessels corried $2.4 billion of
imporls in 1961 or 22 percent of tha
total import valua; the participation of
1.8.-lag vessels wus only 7 percent of
all ocean-horne import tohnage.

A comparison of weight and valua
emried by U8~ and (oreign-flag vesssls
is givenn in table 3, sbowing that the
gperationz of TIE.-fing veszels are con-
eentrated mainly in ile teansportalion
ol high-velue exrgoss, which usually
have high freight rates. Thos, al-
though T .S.-flag vessels carried enly
5.8 pereent of the import and expovt
tonmawe ransported by ocesn vesaels,
they earned an estinated 23 percend
of all Ireight revenue generated by che
ovrenn-horne United States loreizn trade.

Foluma of ocean-borna trade

The volume cmried by ships of all
flngs in the ccean-borne foreign trade of
the United Stotes increased [(rom 108
willion lons i 19852 to 209 iullion tons
in 1062, O this toeinl U.8.-Aag vessels
varrled 71 million tous in 1952 but only
24 million tons in 1962, Curgoes mov-
mg in liner service docrensed Mo one-
gqunrter of all tonoage onrried in 1962
to onesixth in 1961, As the dennnd
for rnw materinls wnd potrolevin im-
ports rose anil the exports of sgriculbural
1id esrgoes expanded, ltwnp and tanker
sorvices took an ever increasing share
of the volume ol [orelgn Lrade.
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Export tonnnge incressed by aknost
40 percent, from 72 million tons in 1952
to 101 millien tons m 1852, During
the Korenn conflict sxports daclived in
terms of quandity to 53 millien tons in
195%. From 1084 export volume rose
steadily to n record level of 129 million
in 1987. After the Suex ingident ex-
poert tonoage declined in 1958 Lo 80
millien and in 1050 to 82 million, but
roso aharply in 1960 to 85 million and
lins continued upward more gradually
ginea then,

The vohune of imporis rose more or
leas staadily, reaching 170 million tons
in 1842 an inerease of 92 percent Mrom
the 80 million in 1952,

Trends in U.S. Shipping
Operations

The participation of U.5.- flng veazels
in the export and import trade of the
United Stefes hins declined primnavily
in the tramp ond tanker sevies. In
1952 out of tatal oil imports of 45 million
tons, U.S.-llag vemels eartied 23 million
or ihout 50 percent, whila in 1961 they
cnrried about 14 million tons, or 1.4
percent of All TR, oil imports of 101
million tons.

Although the quantity of exporis
snd imports eanied by ttanp vessels
inerenzad, tha U.S.flag participation in
abeolute and velutive terns declined,
Tn 1852 out of 81 million tons of tramp
imports and exporis, T, S.-llag vessels
cnrried 16 million but in 1962 earvied
only 7% million out of 108 total million
1ona of imporis and exports.

In 1952 TS, Aag liner vessels trans-
ported 45 parcent of ol liner export
lonnage and aboul % percent of ell
liner imporis. Since then the puelici-
pstion of the Amoican stenmship lines
s steadily declmed until, in 1962, U5,
liners cnavied only about 25 pereent of
Einer-borne exports and imports.  US.-
liner participntion in the ternsportition
of cxports would have pessibly de-
tlined even move il it were not for the
support providel to them by the 50-50
provision of Fulblic Law 084,
~ The world merchant marine ileed,
meronged from 87 million gross regis-
lered tons 1n 1052 10 132 willion in 1902,
an ingrenze of 32 percent for Lhe period.
Moreover, ns o result of specialization
il the genernl streamliving of opera-
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tinuig as well as of incrensed speads, the
incrense in the efficiency of the world
{leat is greaier bivy woold nppewe frow
the nere incrense in ils size. During
glie samne pericdd, however, the privately
owned Americin (leet (excluding the
Government-owned reserve fleek) re-
mained about 10 miliion grass tons,

The total active ULS.-flug mervchant
{leet bins shrunk from aboul 17 per-
cent of the world’s Lotal in 1952 o only
7.6 poveent in 1061,  The failure of the
U5, merchant msrine to keep up with
the growth of world toanage is ni-
tributed fo n lnsge varioly of luclors,
of which the high cost of eperaiing
Amgorienn flag vessels i= probably the
most important. DBecause of this last
eloment soine United States shipping
intoiests profor to opernto sizsble por-
tions ef their foat under Toveign Rage.
A larye tonnnge haz been built in vecent
years by US. companies and their
subsidinies nnd las baen plucad under
the fings of Panamn, Honduras and Li-
boria, Moreover, rizalla tonnage has
also Dbeen transforred te foreign sub-
sidinries of parent {75, concerns and
bos been registered mainly willl the
ahove-mentionad couniries in ovder to
tnlce advantage of the lower operwting
coels undey loreign fuga

A larpe parl of these U S.owned
vesaele under foreign flng are opernting
in the [oreign Lrads of the Uniled Slates,
In 1960 & toial of 3634 such U.S.-
awnad dry cargo and tanker vessels of
5.2 million dead weight tons werz en-
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gnged in the TS, foreign tracle.  These
vessols cnrried 63.7 million tons of
imports wnd exporis, which 13 aboué
23 percent of all U.B. foreign trade
cargos. In [nci, over 39 pereent of all
oil imperts and 26 percent of all dry
gargo Iinports were carvied by vessols
listed under Y8, effactive conivel.

Recently a substantivl portien of the
1.5.~owned foreign flng vessels bas been
builé abread in countries which in the
loat years have ndded to bheir dollar
and pold heldings. The construciion
of these vessels abrond increased UL,
private copital exports, or requived the
use of funds which otherwise might
have been returned to the Tinited
States. Some pavt of the Ireight re-
coipts enrnod by these loreign flag ves-
gels uwndar LS. affcctive control is
nseid @ repay lonns and intercst in the
TUniled States.

Coszt of ahipping releted to trade

Orveraens lransportation costs of 1.8,
oconn-borne exports in 1881 were on
the average aboui 12 percant ol the
export value. Tetal freight paid to
ool carrials on exports wos catimated
nl $1,856 willion, of which American
operalors reccived $£25 million while
the remeining $1,281 million was pnid
to loveign-flag voezels, Cecan trans-
port cosi on cxporis increased (rom
arouiel 10 peveent of the walue of
sxporta in 1952 to o peak of about 16
perecant in 1957, theo declined gradualiy
to itz present lavel.

On L3, imports averaga tronspork
cost wis estimated to bo about 10
porcent of the value of ocoan-horna
unports nt dockside in [oveign parts in
1061, Payments Jor transportation on
.8, imparts were estimatad to ba shout
$1,102 million of which U.S.-Aag ships
received $311 million while the re-
mpining $701 millien weni. 10 foreign
ocenn cwmmiers,  Average fvaight coat on
U.&. imporls fluetuated rethar norrowly
between % and 10 percent from 1052
ta 1961.

The existence of Lransport cosls
mewns, of course, that our produets ara
mate expensive sbroad than o the home
murkel aml that importad poods sre
more costly hore than abroad. High
lransport cost is & deterrent to trade,
both regiennl and international. A
review of existing data suggest (hat
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ocenn {reight r'ates on cargos cuthound
irom the Unitod States are pencrally
higher then inbound rates for the snme
commaodicy and the eume trade route.
Freight rates on cargo liner service
operating on mujor freight routes are
eeta blizhed coniorencs ngrecments.
The steamship conference, by setting
freight rates on a particolur trnde route,
acte ne 4 prica losder; other liner com-

nies that are oot parties to the con-
erence agreement offer similar sevviges
al rntes shout 10 to 15 peresnt less than
the establizhed conference rotes.

The yndelying concept in the organi-
zition of o stenmship confevence hus
been the desire Lo regulate compstition
hatween the regular lines of different
nations by eatn ishinﬁ unifarm {reight
rates for vach commedity and uniform
trads proctices. Most major US. in-
ternntional freight rontes ae dominatad
hy liner confarences in which Ameriean
steamshiy compiries are participating
with companies of other nrtions. Ik
seems that the practice of conferences
haz been to consider inbound freight
into the United States nsz “‘haci-hnui"”
cargo, thus setting cheaper rates for
commaoadities on United gt.abes bound
shipe that would otherwiee be retutning
in ballast t¢ pick up new cnrgo. The
entire chnrge for overhead costs is
asgignad to the cutbound journey Tor
the [nited States; therefore, the -
heyl” rate eon be kept lower becnuss
only direcé cost must be met and noy
raturns in excess of these is considaed
profit. ‘This being the case, many coni-
modities en soveral reutes have higher
rates gutbownd than the same goods
inbound for U.S. ports.

Treight ratea on 1.3, exports tend Lo
be gronter than inhound rates on U8,
imports for the snme commodities in
our foreign trade with industrial coun-
tries. In addition, soma rates from the
United States to less industrinlized
arona are higher than feeizht rates from
Westarn  Eur and Japan {or tha
swne commedities over compnrablo
freight routes. Provided thnat the com-
poation of trade and the particjpation
of UB. g are not affected, higher
Treight tates on U.S. exports ineresse
gur foreign exchanpe enrnings in the
trangportation necount, hut would nffect
advergely our merchandise cxports, the
largeat reeeipt item in the balance of
paymen ks,

GNP—{Cont. frem p. 5)

Beenuss the gains in durable goods
ontput have been relatively preater than
those in other arens of Lhe economy,
durable goods hnve accounted for 45
pereent of the rise in GNP in the
cwrrent expansion. (See text table.)

SURYEY OF CURRENT DUSINESS

This ralic compnres with percentages
of le=s than 20 percent in the previous
iwo recoverigs, and reflests a re-
surponece in the share of hud goods
outpnt in total GNP,

Distrihutinn of Inereans in Real CNI* by

Major Typn
11195 | I1058- | I M-
IID bl | ILNGHWD | 1L LA

AF # puroeul of tdmk wlea In

renl UHNFE, Iropn Wwough 0

Tiine it niter
Oroay Nmidpanl Tyl .. 1. 1 Il'l].li I, 4
Durmle A aulpuk.. - .1 4.9 A

Mundwrubbe goods goi-

o T - IR .3 158
ConmmELlomn. cu e v (3] X ] LX ]
LT~ P — 34 a4 Xk

At the bottom of the 136081 re-
ceasion, durables oulput mnde up less
thary 17 percent of the total—the
smallest ghars of tha enlire postwar
period. By the second querter of
this yenr, the ritic was back up teo
20 pereent. While this share com-
pares favorahly with the peak quarterly
rate reached in the seonomic advance
ef 1050-00), Lhe relniive shoe of dur-
ables pmd’uci.ian in el output is
still below the 22-percent level that
WRS COININON in ProOSperous guariers
n the esrly and mid-1950%.

, As the table and ehart indients, the

rse in tote} produciion hes bHeen held
dewn by n elower Lhan we]'n%a advance
it the damand for nondurable goods.
Relative 1o totul conaymer income
and buying, purchases of nondurables
have been deelining very slowly during
most of the postwnr period.

Ming quarters afier the trough, the
cyclical oxpnnston in output of Dboth
sevvices and conslryetion lms  been
ebout lhe seme a8 in the two previous
expnnsions.  While the growtb in serv-
ices of all types hina continued about
in line with the postwar uptrend,
ihere hnve been divergent tendancies
exhibited by twe of the major com-
ponents of servics axypenditures. The
rate of gain in personal buying of
serviges hns slowed somewhat in the
Inst few yaars. On the other hand,
Federnl compensation of employees—
iy [ar the largest item of Government
purchnzes of servicez—has risen by
ong-giglith since the mosl recent cyclical
low, or much more than the lest two
times, State and leeal government
payrolls—ths third mnjor component
ol service outlays in the National
Avcounts—hinve continued (o expand
on their postwar growth trend doring
recent yreara,

Total construciion mainly tneing
thanges in spending for business and

Angust 1062

housing structures, haa typically shown
a somewhat erratic cyclical behavior,
In the recent expansion, there hes been
an_especisll Et.runﬁ and long lasting
gmn in residential building which has
carried total construction higher in
most quarters. A emasll decline In State
ind lacn] government construetion out-
Inye—which meke up cne-tenil of the
totel—has held bac

As tha chart showe, during the 1948-

the ovorall pain,

80 upswing in businesa ackivity, com- |

struetion renched n 'pt;aﬂk enrly cnd [ell
irvagularly for o yem: by this s of tho
cy:ai; this reflected mainly develop-
ments in the housing market. None-
theless, in =]l three recoveries, total
conglraction expenditures were roughly
7 perceant highar in the ninth qunrter of
vance than abk the cyclieal low,

LS, Investments—{Cant. from p. 22}

Though the neb ingreasa in U8,
private investmente iz of the same
order of magnitude as the redwchion
in net liquid nseets this doss noi, of
course, imply a direet link. Many
itama or combinations of items in the
balines of payments accounis would
add up to similne or lar nmomits
over the years, As the TLS. deltor-
creditor pesition has evolved, however,
a few mnjor relationshipe shonld be
noted.

Certninly no country has had pri-
vota foreipn Investments 4z large
us those now held by US. nation-
nls in ofher countries, or vatwming
a3 much income (33.9 billion in 1982
not ineluding $1.2 billien of reinvested
earpings). In thie sense these invest-
ments nre nn element of considerable
strength in the United States inter-
nationnl Easit.mn. On the other hand
the [act thit these [oreign inveatments,
ozpecinlly direct and other investments
going to indusirinlized countries, hnve
grown so fast s ts thnt inveat-
menl opportunitics o the United States
relalive to those in ecomparable mens
bove not been attractive eoough to
nbsorb the funds ovailable for invest-
ment.

The United Stntca has maintained
o ptondy and rtising flow of sapital to
other couniries over a long period
during whish its ressrve position has
been under prossuwre. A considernble
volumie of thesa outflows is to be
expected, given the relatively abondnnt
supply of capitel here compnred to
domestic demand and the great variety
of capital needs throughout the world.
Neovertheless: sueh Aovws are one of the
fnntors whizh st lesst in the shert run
must be reckoned with ss contributing
to the balance of peyments daficits,



